
TAB 7 

TENNESSEE PRICING 

OVERVIEW 

The TRA has taken an active role in ensuring that BellSouth is in compliance 
with the Commission's pricing rules. Through t w o  arbitration proceedings', the 
TRA initially established, inter alia, methodologies, interim interconnection prices 
and Interim UNE prices. On July 15, 1997, the TRA opened Docket No. 97-01 262 
to determine permanent interconnection prices and UNE rates. In Phase I of Docket 
97-G1262. the TRA determined the adjustments for each cost model presented, 
issul!lg its First Interim Order on January 25, 1999. After several rounds of  
hearings, Orders, and adjusted cost study filings, the TRA issued i ts Final Order on 
February 23, 2001. As part of that order, the TRA requested that BellSouth file a 
tariff compliant with its Final Order and to  include terms and conditions applicable 
to each UNE in the tariff. After several modifications, the TRA issued an Order 
approving BellSouth's UNE tariff on April 30, 2002. 

On May 9, 2000, the Directors opened Docket 00-00544 as a generic 
docket to  establish permanent prices for line sharing, riser cable, and network 
terminating wire elements. (1) 
Order Adopting Interim Rates, dated November 7, 2000; (2) Second Order 
Adopting interim Rates, dated February 5, 2001; and (3) First Initial Order, dated 
April 3. 2002. Pursuant to  the April 3 Order, revised cost studies were filed by  
BellSouth wi th  the TRA on June 4, 2002 and are included in BellSouth's SGAT 
filed August 30, 2002. Like all of the interim rates from the 00-00544 docket, 
these rates wilt be superceded by permanent rates once the TRA has entered a final 
orde, in Docket No. 00-00544. 

Rates were established in the following orders: 

To implement the FCC's regulation 47 C.F.R. 51.507(f), which required that, 
by May 1.  2000, UNEs sold to  CLECs be geographically deaveraged, the TRA 
apprnved BellSouth's proposed deaveraged UNE proxy prices for three geographic 
zones in Docket No. 97-01262 on November 22, 2000, implementing interim 
deaveraged rates. Docket No. 01-00339 was established to adopt a permanent 
geographic deaveraging methodology for BellSouth UNE loop rates. On July 12, 
2002, the parties to  that docket, including BellSouth, MClmetro Access 
Transmission Services, LLC and Brooks Fiber Communications of Tennessee 

See generally Case No. 96.01272. Petition by MCI for Arbitration of Terms and Conditions of a 
Propcsed Agreement with BellSouth Telecommunications, Inc. Concerning Interconnection and 
Resale Jnder the Telecommunications Act of 1996 ( "MU Arbirration"), and Case No. 96-01 152, 
The Intercormection Agreement Negotiations Between AT&T Communications of the South Central 
Stales. Inc and BellSouth Telecommunications. Inc. Pursuant to 47 U.S.C. ("AT&T Arbitration?. 
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("MCIIWorldCom"), Sprint Communications Company L.P. and Sprint United 
Telephone-Southeast, Inc. ("Sprint"), filed a stipulated agreement for the 
methodology for deaveraging rates and the TRA accepted and approved that 
stipulation a t  i ts conference on August 5, 2002. On August 30, 2002, BellSouth 
filed deaveraged rates with the TRA in accordance with the stipulated methodology 
and modified i ts SGAT accordingly. 

In addition to  UNE rates, in its Order dated November 22, 2000 in Docket 
No. 97-01262, the TRA ordered BellSouth to  provide, at TELRIC rates, UNEs that 
are ordinarily combined in BellSouth's network.2 Further, as noted earlier, on June 
25. 2002. BellSouth amended its SGAT to specify that, in compliance with FCC 
Rule 51 31 5(c) and (d), requests for combinations of UNEs that are not currently or 
ordinardy/typically combined in BellSouth's network are available through the BFR 
process 

The current prices for interconnection and UNEs in BellSouth's Tennessee 
SGA'T are those approved by the TRA or as proposed by BellSouth. The changes 
Incorporated with BellSouth's latest SGAT on August 30, 2002 were itemized 
previously The prices in the revised SGAT are based on TELRIC methodology as 
implemented by the TRA. BellSouth's Tennessee rates are cost-based and are in 
compliance with Section 252(d) of the 1996 Act. BellSouth sets forth its cost- 
based rates for UNEs and interconnection in Attachment 2, Exhibit B (Price List) t o  
the Tennessee SGAT. which is attached to  this affidavit as Exhibit JARICKC-2. 
References to  the Tennessee SGAT are contained in Exhibit JARKKC-6 attached to 
our affidavit. 

BACKGROUND RE TENNESSEE GENERIC COST DOCKETS 
(DOCKET NOS. 97-01 262 & 00-00544) 

History 

Docket No. 97-01262 was initiated to  examine cost studies and proposals 
submitted to determine the prices for unbundled network elements. This 
proceeding was divided into two  phases. Phase I detailed the TRA's decisions on 
adjustments to cost models. After compliant cost studies with the required 
adjustments were submitted, final costs were set in Phase It. The TRA began with 
a lis: nf issues that were to be resolved at the conclusion of the docket, as listed 

TRA Order in Docket 97-01 262. dated November 22, 2000, at p. 10: 'BellSouth should provide 
recur.tng and nonrecurring costs for UNE combinations already combined in its network. FN 17: 
Bellsouth must provide the combination throughout its network as long as it provides this same 
cornhination to itself anywhere in its network. a 
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below 

Issue 1 :  

Issue 2: 

Issue 3. 

Issue 3: 

Issue 5. 

issue 6. 

Issue 7 

Issue 8 

Issue 9 

issue 10: 

Issue 1 1  

Issue 12  

Issue 13.  

issue 14 

Issue 15 

Issue 16: e 

What cost methodology should the TRA use in setting interconnection 
and UNE prices? 

What cost model should be adopted for recurring UNE prices? 

What is the appropriate level of shared and common costs to  be 
included in the prices for Unbundled Network Elements? 

What are the appropriate fill factors and utilization factors? 

What depreciation rates should be used in determining interconnection 
and UNE pricing? 

What cost of capital is appropriate for setting interconnection and UNE 
prices? 

How should network maintenance expense be calculated for 
determining UNE prices? 

Whether tax  inputs need to  be adjusted. 

How should monthly prices be determined? 

What is the appropriate drop length to  be used? 

Should loop prices be based on geographically deaveraged costs or 
statewide average costs? If deaveraged, to  what level? 

What is the appropriate loop sampling method for determining 
permanent rates? 

Is it necessary to  set prices for network element combinations? 
Should Integrated Digital Loop Carrier (IDLC) be offered to  competing 
carriers? 

What is the proper method to  calculate switch costs. 

What is the appropriate level of structure sharing to  be included in the 
prices for Unbundled Network Elements? 

What is the appropriate level of operational support services (OSS) 
costs to  be included in permanent rates? 
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Issue 17a: What amount of shared and common costs should be recovered in 
calculating nonrecurring costs? 

Issue 17b: What amount of Operation Support System IOSS) costs should be 
recovered in nonrecurring rates? 

Issue 17c Which work activities should be included in developing nonrecurring 
costs? 

lssur 17d What amount of costs associated with Cross-Connects should be 
recovered in nonrecurring rates? 

What amount of costs associated with testing of unbundled network 
elements should be included in calculating nonrecurring rates? 

lssur 17e 

Issue 18: What is the appropriate level of disconnect costs t o  be included in the 
nonrecurring price? 

What approach should be adopted for calculating prices for physical 
collocation? What inputs should be adjusted? 

Issue 19; 

Docket No. 00-00544 was originally opened t o  establish permanent prices 
tor I!ne sharing elements and riser cable and unbundled network terminating wire. 
The scope of the proceeding was later expanded to consider the additional 
unbundling obligations outlined in this Commission's UNE Remand Order. The 
apphcable decisions reached by the TRA in Docket No. 97-01262 were in effect in 
this !ater docket, i.e., the TRA's initial rulings were not re-examined. Furthermore 
any cost support submitted in Docket No. 00-00544 was compliant with the TRA's 
earlier decisions. 

TRA Rulings 

Cost Methodology (TELRIC Compliance) - The TRA stated: "prices should be 
established using the forward-looking economic cost methodology as defined by 
the FCC's TELRIC methodology, includlng an appropriate markup for the recovery 
of shared and common costs." Thus, the rates set by the TRA comport with the 
undrrlving TELRIC principles mandated by  this Commission. 

Loop Model - As stated earlier, the set of models used in Tennessee are 
idenrical to those BellSouth used to develop costs in Georgia. Thus, many of the 
Loop Model issues that were issues in Georgia also surfaced in Tennessee. These 
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issues include: fill, drop lengths, mix of residential/business loops, sample 
methodology's TELRIC compliance. 

Utilization criticism has mainly focused on loop distribution and loop feeder 
fill factors. In Tennessee, these utilization factors are direct inputs into the model. 
After review of conflicting testimony, the TRA initially adopted the fill factors 
proposed by ACSI. On reconsideration. the TRA discovered a mathematical error 
and an incorrect growth assumption in ACSl's evidence. Upon correction of these 
errors, the result was "a distribution fill which is comparable to  that proposed by 
BellSouth." Additionally, the TRA determined that is was not reasonable to assume 
that ~zopper and fiber feeder should have the same utilization factors, as ACSI had 
done Based on these findings, the TRA re-instated BellSouth's proposed loop 
utilization inputs - 50.2Oh for distribution, 74% for fiber feeder, and 65.1% for 
copper feeder . 

The TRA considered BellSouth's proposed drop lengths and AT&T's 
recommendation based on the national average of 73 feet. The TRA ruled that: "a 
100 toot drop length proposed by AT&T is the most reasonable proposal and best 
represents conditions in a forward-looking environment and is therefore adopted by 
the Authority for use in the BST TELRIC Calculator model." Furthermore, in its 
Second Interim Order, the TRA ordered that in addition to  the material prices 
associated with the drop, the labor must reflect a corresponding reduction. 

'The TRA extensively reviewed the sample and sampling process and ordered 
a specific adjustment to  the residential/business mix from BellSouth's proposed mix 
of 79.99%/20.01% to 62.89%/37.1 1 %. The impact of this adjustment alone was 
a reduction of approximately $1 .OO to  BellSouth's proposed rate for a 2-wire 
analog loop 

a 

The TRA also ordered BellSouth to  adjust the amount of structure sharing 
reflected in the Loop Model such that "three (3) other entities equally share aerial 
support structures (poles) with BST for a total of four (4)." This reduced the cost of 
the 2-wire analog loop by s.20. 

In Tennessee, AT&T/MCI contended that BellSouth's Loop Model was not 
compliant with this Commission's TELRIC principles; advocating the use of the 
Hatfield model. The TRA evaluated the models presented in Docket NO. 97- 
01262, 1 1  found: "Neither AT&T and MCl's Hatfield Model nor EST's TELRlC 
Calcillator is inherently inconsistent wi th the FCC's TELRIC methodology." 

In-Plant Loading Factors - The use of loading factors was not raised as an 
issue in the Tennessee proceedings since AT&T/MCI sponsored the Hatfield Model, 

5 



which IS based upon a "bottom-up" approach. However, the TRA established rates 
based upon this methodology. 

Taxes - The TRA adjusted BellSouth's filed tax rate for ad valorem taxes to  
reflect the most current (1 998) rate. 

Depreciation - The TRA ordered that: "Tennessee-specific depreciation 
lives salvage values and other inputs used in calculating the depreciation rates 
established by the TPSC in 1993" should be used. 

Cost of Capital - After careful examination of the record in Docket No. 97- 
01262,  the TRA set the following input values: debt ratio - 40%. debt rate - 
7 . 3 0 % ,  equity rate - 12.46%. Utilizing these inputs, the effective cost of capital 
is 1C.40%; values the TRA found that reflect "forward-looking estimates of cost of 
capital for wholesale UNE-leasing business serving BST's Tennessee service 
territorv " The TRA also ordered monthly compounding when converting annual 
costs to monthly costs. In order to  fulfill both TRA-ordered directives, a cost of 
capilal input of 9.93% was entered in BellSouth's compliance runs. 

Expenses & Common Costs - In Tennessee, parties maintained that the TRA 
should reject BellSouth's proposed shared and common factors because they 
improperlv include historic costs, do not comply with TELRIC principles, and are 
based on unwarranted assumptions. AT&T/ MCI argued that the default value of 
10.4% contained in the Hatfield Model was appropriate. ACSl proposed a 15% 
markup to  the direct UNE cost stating that this is representative of competitive 
pricing options actually implemented by local exchange telephone companies. The 
TRA adopted the ACSl proposal since it felt this input "best reflects the forward- 
looking cost estimate in a competitive environment." The TRA also directed that 
the I590 is only applicable to  recurring costs. 

Switch Costs - The TRA found that BellSouth should adjust its switched 
cost studies in the following manner: (2) 
recalculate switched usage charges per minute of use using the following formula: 
[Total Switched Investment - (Nontraffic Sensitive Line + Getting Started 
Investments)l/Minutes Equivalent of Busy Hours CCS; (3) change the vendor 
discI.)mts and (4) assume 70.38% IDLC and 29.62% analog terminations. 

(1 )  use marginal mode of SCISIMO; 

Additional TRA Adjustments - In addition to the modifications discussed 
previously. the TRA also adjusted the maintenance (plant specific) factor, ruled that 
OSS costs should be recovered through a recurring rate, adjusted the fall-out rate 
for  electronic orders, set the feature rate to  $0, removed loop testing from 
nonrecurring costs, and adopted the AT&T/MCI Collocation Model t o  set the rates 
associated with physical collocation. 
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The applicable adjustments ordered by the TRA were incorporated in the cost 
support submitted in Docket No. 00-00544. The TRA, however, made additional, 
element-specific adjustments in that docket. For example, the TRA adjusted work 
times associated with provisioning xDSL loops, ordered that the recurring and 
nonrecurring costs for 2-wire and 4-wire UCL (short or long) should equal the 
recurring and nonrecurring cost of a 2-wire analog voice grade lop (SL1) and 4-wire 
analog voice grade loop, adjusted splitter recurring rate, adopted Sprint's loop 
conditioning methodology, and reduced clerical time associated with access to  loop 
make-up information. 

a 

Deaveraging - In Docket No. 01-00339 the TRA accepted a Joint Stipulation 
of the parties that used a wire center approach based on the following criteria: 

Zone 1 - All wire centers with a UNE cost of 100% or less of the statewide 
average. 
Zone 2 - All wire centers with a UNE cust of 101 % to  150% of the 
statewide average. 
Zone 3 - All wire centers wi th a UNE cost of 150% or greater of the 
statewide average. 

As has been discussed previously, the sample-based Loop Model cannot be 
used by itself to  deaverage loop costs. Thus, BellSouth utilized the HCPM and the 
partitioning shown above to  calculate the following deaveraging ratios: Zone 1 - 
78.691%, Zone 2 - 117.90%. and Zone 3 - 196.87%. These ratios were applied 
against the TRA approved statewide rates to  set deaveraged rates. 

Future Cost Docket - The TRA has recently opened a new docket to  
determine the potential impact of technological advances on cost development - 
Docket No. 02-00434. 
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RESALE DISCOUNT 

In Docket Nos. 96-01152 and 96-01331, the TRA established a resale 
discount rate of 1 6 %  for all services subject t o  resale (both residence and 
business1 Subsequently, in Docket No. 96-01 152, in i ts Second and Final Order, 
the TRA established a wholesale discount of 21.56% that would apply in cases 
where the CLEC provides i ts own operator services functionality, and does not 
utilize BellSouth‘s operator services. The discount rates also apply to  CSAs. The 
methodology used by the TRA to  set the resale discounts employed an avoided 
cost analysis of expense accounts similar t o  the methodology used by the FCC. 
The calculation of the discount is attached as Exhibit JARKKC-1 1. In Attachment 
1 0’ i t s  interconnection agreements and in Attachment 2, Exhibit B of i ts SGAT, 
(see €xhibit JARKKC-2). BellSouth offers the TRA-approved wholesale discount of 
16% for residential and business services (or a wholesale discount of 21.56% 
when the CLEC provides i ts own  operator services) in Tennessee. Discount rates 
appiy to  all tariffed recurring and non-recurring and local and intrastate toll retail 
(telecommunications) offerings except as discussed previously. Although not 
required to do so by  the TRA, BellSouth will apply the wholesale discount to  
nonrecurring charges associated with resold services. 

In keeping with the TRA’s Second and Final Order of Arbitration Awards in 
Docket Nos. 96-01 152 and 96-01272, issued July 23, 1997, BellSouth offered 
promotions of more than ninety (90) days at resale at the stated tariff rate less the 
wholesale discount, or at the promotional rate. Consistent with the TRA’s 
direction, and in keeping with the Commission‘s requirements in i ts First Report and 
Order,‘ BellSouth has revised its SGAT on August 30, 2002 at Attachment 1, 
Exhibit A to reflect that BeltSouth’s promotions of more than 90 days will be 
offered for resale at the promotional rate less the wholesale discount. Promotions 
ot 90 days or less are available for resale at the promotional rate, but are not 
reduced by the wholesale discount. 

0 

- ~ -  _ _  
FCS’s  Local Competition First Report and Order, Docket No. CC-96-98. Order No. 96-325, dated @ Augus: 8. 1996. at 1950. (“Ftr5f Repon and Order”) 



GEOGRAPHIC DEAVERAGING 

Docket No. 01-00339 Geographic Deaveraging was opened pursuant to  the 
Final Order in Docket 97-01262. The Pre-Hearing Officer issued a Report and 
Recommendation on March 13, 2002. recommending that this docket be retained 
to address geographic deaveraging and that a new docket be opened to  address 
technology advances. The Recommendation was approved by the Authority on 
April 16, 2002 and a new docket 02-00434 was established for technology 
advances. On July 12, 2002, the parties filed a stipulated agreement for the 
methodology for deaveraging rates and the Authority accepted and approved that  
stipulation at i ts conference on August 5. BellSouth has since filed deaveraged 
rates with the Authority in accordance with the stipulated methodology and 
modified its SGAT accordingly. 
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BELLSOUTH NINE STATE UNE RATE COMPARISON 
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@ BELLSOUTH 

23 I 26.08 

l1NE RATE COMPARISON ($) 

48.43 25.68 26.72 31.11 34.34 33.65 26.95 29.37 
74 I I 1 A 7 Q <  , __l.Y_I I 

5 I .46 55.99 56. I6 79.22 I 55.94 73.05 59.31 39.67 
18.98 29.89 19.25 22.35 1 22.86 15.54 13.57 18.94 

I I 

( 1 )  

(2 )  

The recurring costs associated with the cross connects are not included. For GA. this rate is S.30 per SLI;  LA = S.0318 per SLI; MS = S.0288 per 
SLI; S C  = 5.0341 per SLI; KY = S.0555 per SLI; AL = S.03; NC = S.03; FL = 3.03; TN = 5.0475 
HCPM average cost per loop from FCC 12/99 data based on total (switched & non-switched) lines and reflective of FCC adjustments used for 
benchmarking purposes. 
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@ BELLSOUTH 

42.89 

12.32 

NO[VREX’L‘RRING RATE COKSTRUCTION ($1 

44.97 34.14 35.27 44.98 31.99 

24.68 12.30 33.53 8.22 7.68 

IJNRIJNDI,ED 

CONNECT 
SERVICE ORDER 
CHARGE 

LOOP CROSS- 
CONNECT 
SERVICE ORDER 
CHARGE 
TOTAL DSL LOOP 

(UCL-NO) 

CHARGE 

12.60 11.94 12.37 

0.55 2.98 5.70 

50.19 54.60 57.84 

UNBUNDLED DSL I 44.69 I 35.27 1 36.53 LOOP (UCL-ND) 

5.92 

61.13 

In loop 
recurring 7.88 5.83 2.98 I .52 

71.53 52.27 71.78 54.12 39.67 

I 
37.92 1 46.66 1 37.81 1 36.54 1 49.57 1 31.99 I 
12.32 24.68 12.30 33.53 8.22 7.68 

In loop 
5.92 7.88 5.83 

56. I6 79.22 55.94 73.05 I 59.3 1 39.67 

2.98 
~ ~ recurring ~ .~ 

I 

In loop 
recurring S.92 1 7.88 1 5.83 2.98 1 1.52 

6.02 I 7.98 5.93 3.08 1.62 I .03 
I I 

40.30 21.29 40.18 38.85 53.3 I 22.14 
I n  loop 

recurrine 5.92 7.88 5.83 2.98 I .52 

091 I 8102 
(M36185v5) 
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TAB 8 

BELLSOUTH PERFORMANCE MEASUREMENTS 
AND ENFORCEMENT PLANS 

BellSouth's Performance Measurements and Enforcement (SEEM) Plans, as 
well as continued TRA oversight, provide assurance that the local 
telecommunications market in Tennessee wil l remain open after BellSouth is 
yran!ed Section 271 relief. 
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TENNESSEE PERFORMANCE MEASUREMENTS 
AND REMEDY PLANS 

Docket to Establish Generic Performance Measurements, Benchmarks 
and Enforcement Mechanisms for BellSouth Telecommunications, lnc. 
Docket No. 01-00193 

The TRA opened Docket No. 01-00193 on February 21, 2001 to  develop a 
c o m m n  set of performance measurements and associated standards, and 
enforcement mechanisms to ensure BellSouth's provides nondiscriminatory access 
to !ts network elements in accordance with the requirements of the 
Telecommunications Ac t  of 1996. Hearings pursuant to  this proceeding were held 
August 20, 2001 through August 23, 2001. On May 24, 2002, the TRA issued i ts 
Order Setting Performance Measurements, Benchmarks and Enforcements 
Mechanisms, Docket No. 01-00193. On June 28, 2002, in response t o  various 
motions tor clarification and/or reconsideration filed by BellSouth, Brook Fiber 
Communications of Tennessee, MClmetro Access Transmission Services, LLC and 
MCI WorldCom, the TRA issued i ts Amended Final Order Granting Reconsideration 
and Clarification and Setting Performance Measurements, Benchmarks and 
Enforcement Mechanisms replacing the May 24, 2002 Order. On July 12, 2002, 
BellSouth filed a Motion for Reconsideration of the TRA's Amended Final Order. 
Subsequently, on August 8, 2002, during the course of a separate proceeding in 
Docket No. 97-00309, the parties signed a Settlement Agreement in which the 
parties agreed that: 

a 
I n  resolution of the contested issues in Docket 01-00193. the parties 
will request the Authority to adopt as the 'Tennessee Performance 
Assurance Plan' the identical service quality measurement plan and 
selt-effectuating enforcement mechanism adopted by the Florida 
Public Service Commission in Docket No. 000121-TP on February 14, 
2002, as it exists today and as i t  may be modified in the future, plus 
the Tennessee Performance Measurements for Special Access 
contained in the Order Setting Performance Measurements, 
Benchmarks and Enforcement Mechanisms issued in this docket on  
June 28, 2002. (See Settlement Agreement, dated August 8 ,  2002 
at  f2,  Docket No. 97-00309.) 

The Settlement Agreement was accepted by the TRA on August 8 ,  2002. 
The TRA Issued its Order Approving Settlement Agreement on August 29, 2002. 
This permanent Tennessee Performance Assurance Plan wil l go into effect no later 
thar December 1, 2002. Until that time, the parties agreed that the Georgia SQM 



and SEEM plans approved by this Commission in the GeorgialLouisiana Order would 
serve as the interim Tennessee Performance Assurance Plan. 

The interim plan is effective as of August 1 ,  2002. That plan, is the same 
plan used by Alabama, Georgia, Kentucky and North Carolina (on an interim basis) 
that this Commission approved for long distance. Additionally, Louisiana, 
Missisjippi. and South Carolina, which were also approved by this Commission for 
long distance, use plans that are materially the same as this plan. The permanent 
Tenrtessee Performance Assurance Plan is identical t o  the Florida Plan. 

e 

Commission concluded that the Service Performance Measurements and 
Enforcements Mechanisms (the SEEM plans) currently in place in Georgia and 
Louisiana "provide assurance that these local markets will remain open after 
Bellsouth receives section 271 authorization." GA/LA Order q 291. The Florida 
SEEM plan, which the TRA subsequently approved for us in Tennessee after 
Bellsouth and CLECs jointly agreed on that approach, similarly satisfies this 
Commission's established criteria for an effective performance plan. 

The SEEM plan adopted by the FPSC (and subsequently the TRA) is likewise 
comparable to  the Georgia plan. See id. a 194. Both plans use the same 
statistical methodology, provide for remedy payments both to  individual CLECs and 
to  the  relevant state regulatory bodies, set a meaningful and substantial cap on 
BellScuth's financial liability, and provide for annual audits and performance review. 
The Florida plan, unlike the Georgia plan, calculates penalties based on failed 
measurements (instead of transactions); accordingly, it includes much higher levels 
ot d:saggregation and a different fee schedule. 

e 
The Tennessee plans are also based on a comprehensive number of key 

pertorinance measures, are reasonably structured to  address poor performance, are 
self-etfectuating, and are subject t o  review by state commissions and independent 
audi ts~ 

In sum, the SEEM plans in Tennessee provide Bellsouth w i th  "adequate 
incentives to  ccntinue to  satisfy the requirements of section 271 after entering the 
Ion9 distance market." GA/LA Order q291. 
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TAB 9 

Operations Support Systems 

Docket to Determine ihe Compliance of BellSouth 
Telecommunications. lnc. 's  Operations Support Systems with State 
and Federal Regulations 
Docket No. 01 -00362 

The TRA also established Docket No. 01-00362 on February 21, 2001 to  
determine if OSS testing in other states (Georgia and Florida) and the data and 
results derived from such testing, is appropriate for use in Tennessee. This docket 
was divided into two  phases, with Phase I limited to  the issue as to  whether 
BellSouth's OSS are regional. Phase II would then address: (1)  whether sufficient 
"commercial usage" existed to  assess BellSouth's compliance wi th  the Section 27 1 
requirement of providing nondiscriminatory access to  CLECs, (2) the level of 
reliance to  be accorded the Georgia and Florida third party testing and (3) the 
 extent^ i f  needed, of any Tennessee specific OSS testing. 

3 n  June 21, 2002, in its Order Resolving Phase I Issues of Regionality the 
TRA held tha t  BellSouth "failed to  satisfy its burden of establishing that its pre- 
ordering, ordering, provisioning, maintenance and repair and billing systems are 
regional." In response to this finding, on July 8,  2002, BellSouth filed its Motion 
for Reconsideration with the TRA seeking reconsideration and reversal of the June 
21, 2002 decision. On August 8, 2002, the TRA issued its Order Granring 
Reconsideration and Modifying the Order Resolving Phase 1 Issues of Regionality, 
holding that BellSouth's OSS are indeed regional, reversing the June 21, 2002 
decisiorl 

On September 18, 2002, the TRA entered i ts f ina l  Order Approving 
Setrlement Agreement and Administratively Closing Docket. 



J 3  RE: 

BEFORE THE TENNESSEE REGULATORY AUTBORITY 

NASHVILLE, TENNESSEE 

September 18,2002 

) 
) 

DOCKET TO DETERMIBE THE COMPLIANCE I DOCKET NO. 
OF BELLSOUTH TELECOMMUNICATIONS, ) 01-00362 
JYC.’S OPERATIONS SUPPORT SYSTEMS 1 
WITE STATE AND FEDERAL REGULATIONS ) 

FiNAL ORDER APPROVING SETTLEMENT AGREEMENT AND 
ADMlNlSTRATIVELY CLOSING DOCKET 

I - 

This matter came before Chairman Sara Kyle, Duector Deborah Taylor Tate, and 

Director Ron Jones, of the Tennessee Regulatory Authority (“Authority” or ‘TU”), the 

vt.ting panel assigned to this docket, d u n g  a regularly scheduled Authority Conference 

that was conbnued from August 5 to August 7,2002, for consideration of certain terms of 

the Settlement Agreement entered into by the parties in TRA Docket No. 97-00309, 

BrllSoulh Telecommunrcafions, Inc. ’s Entry Into Long Distance (InterLATA) Service in 

lrnnessee Pursuant to Section 271 oJthe Telecommunications Act of I996 (“Docket NO. 

47-00309” or the “27 1 docket”). 

Backeround 

On April 26, 2002, BellSouth Telecommunications, Inc. (“BellSouth”) submitted 

81s third Section 271 filing to the Authority in TRA Docket No. 97-00309.’ On May 8, 

’002. Director Melvln Malone, serving as Pre-Hearing Officer, issued a Notice 

\ee 4 7  U.S.C. 5 271 



establishing a procedural schedule in TRA Docket No. 97-00309.' The p h e s  proceeded 

with discovery pursuant to that Notice, On May 23, 2002, Pre-Hearing Officer Malone 

i w d  mother Notice directing the parties to reserve August 5-9,2002 for the Hearing in 

~ ' R ~ A  Docket No. 97-00309. 

At a regularly scheduled Authority Conference held on July 23,2002, the panel of 

'lirectors presiding over TRA Docket No. 97-00309 voted unanimously to appoint 

Director Deborah Taylor Tate to act as Pre-Hearing Officer to prepare the docket for a 

hearing. A Pre-Hearing Conference was held on July 30, 2002. At the suggestion of the 

Pr~e-Hearing Officer, the parties initiated settlement negotiations. On July 30, 2002, the 

Pre-Hearing Officer issued a Notice informing the parties that the Hearing on the Merits 

ip iR4 Docket No, 97-00309 would commence on August 6,  2002. Just prior to the 

Rearing, a Pre-Hearing Conference was convened to discuss the progress of the 

sefllement negotiations. At that time, the parties informed the Pre-Hearing Officer that 

Lhey desired to continue with the negotiations. On August 7, 2002, the pahes informed 

the l're-Hear&g Officer that they had reached a settlement agreement that would resolve 

the outstanding issues in TRA Docket No. 97-00309. 

_ _  . .~ 

The terms of the former Directors of the Authority, Chainnan Sam Kyle, and Directors H. L p  '1.  

md Melvin J .  Malone. expired on June 30, 2002. Chairman Kyle w85 reappointed and commenced a new 
!em as a Director of the Authority on July I ,  2002. Pursunut to the requirements of the amended 
prowions of Tern. Code Ann. 5 65-1-204, a three member voting panel consisting of Chainnan Kyle and 
Directors Deborah Taylor Tate and Pal Miller was randomly selected and assigned to TRA Docket No. 97- 
',N309. As noted above, the randomly selected lhree member voting panel in TRA Docket No. 01-00362 is 
C'hairman Kyle and Directors Deborah Taylor Tale and Ron Jones. 
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.\ugust 7,2002 Authoritv Conference 

During the Authority Conference, which was continued to August 7, 2002, Pre- 

Hearing Officer Tate informed the panel in  TRA Docket No. 97-00309 that the parties 

had reached a proposed Settlement Agrement (attached bereto as Exhibit A)? The panel 

heard horn the parties that the Settlement Agreement affected three different dockets, 

including the 271 docket, TRA Docket No. 01-003624 and TRA Docket No 01-00193.5 

The parties also informed the panel that a number of the parties to Docket No. 97-00309 

h;d agreed to the Settlement Agreement, and those parties that did not join in the 

Settlement Agreement had either withdrawn from the proceedings or concurred in the 

parties' agreement to submit the case to the panel on the current record. 

BellSouth summarized the Settlement Agreement as follows. With regard to 

Docket No. 97-00309, the parties proposed that the record should he closed as of July 3 1, 

2.002 and the case be submitted to the Authority for resolution on that record. The p d e s  

lrgreod that no additional testimony, argument, briefs or opposition would be filed in the 

docket. The parties requested that the TRA publicly deliberate the 27 I docket on August 

26, 2002. 

As to Docket No. 01-00362, the parties agreed that they would ask the TRA to 

administratively close the docket. In addition, the parties proposed that the closing of the 

docket would not prevent any party from filing a complaint with the TRA regarding 

~ _ _  
Director Jones sat wih the panel in 97-00309 for the purposc of hearing Director Tale's comments and 

h e  mnmary of the Settlement Agreement. 
' In re Docket lo Defermine the Compliance ofBellSouih Telecommunications. h c .  's Operalions Support 
&iem wirb 3are and FederalRegulations, l R A  Docket No. 01-00362. 
. Lhcker lo Establish Generic Perjomance Measuremenls. Benchmark and Enforcemenr Mechanism for 
BellSourh Telecornmunicorions, Inc., TRA Docket No. 01-00193. 
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BellSouth's Operational Support System ("OSS').6 The parties requested that the TRA 

provide expedited treatment io such complaints. The parties agreed, however, that no 

wch amplaints would be tiled prior to the entry of an order by the TRA reflecting the 

'I R A ' s  decision in the 271 docket. 

With regard to TFM Docket No. 01-00193, the parties requested that the 

Authority adopt as the Tennessee Performance Assurance Plan the service quality 

:neasurements and self-effectuating enforcement mechanisms adopted by the Florida 

i'ublic Service Commission on February 14, 2002, as they presently exist and are 

modified in the future. Under the Settlement Agreement, the Florida plan would be 

effectuated no later than December I ,  2002. The parties agreed not to seek amendments 

!r. the plan until December I ,  2003, after which the TRA in its discretion may conduct a 

rrview of the pian and the parties are free to recommend modifications. The parties 

ageed that in the interim BellSouth may implement the Georgia Performance Plan and 

self-effectuating enforcement mechanisms. The parties also proposed that the TRA adopt 

the Tennessee performance measurements for special access that were included as 

%itachment B to the Amended Final Order Granting Reconsideration and Clarificarion 

m d  Setting Pe$ojorrnance Measurements, Benchmarks and Enforcement Mechanism 

;ssued on lune 28, 2002. The parties agreed that if the Federal Communications 

Commission ("FCC") implements national standards, no party is estopped from 

rquesting the TRA to supplant the performance standards in Attachment B with the FCC 

- -  
"['l.]he ierm OSS refers IO the computer systems, databases, and personnel that incumbent carriers rely 

upon to discharge many internal functions necessary to provide service IO (heir customen." In the Maner 
:,I f e d o m o n c e  MrasuremenLr and Reporting Requirements /or Operatiom Suppo13 Syslems. 
Inrrrconnecrion, and Operotor Services and Direcrory Assislance, FCC Docket No. 98-72, CC Dockei NO. 
98-56; 13 FCC Rcd. 12,817 (released April 17, 1998) (Norice o/ProposedRulemoking) 79. 
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-tadWds. 

The parties also agreed that the competitive local exchange caniers (“CLECs”) 

,hac are parties to TRA Docket No. 97-00309 may request, via the filing of a complaint, 

h a t  thc TRA open a generic contested proceeding to address the provision of BellSouth’s 

13SL service to CLEC voice customers and related OSS issues? The parties agreed that 

BellSouth could raise any and all defenses to the CLECs’ complaiots. BellSouth agreed 

not to oppose expedited treatment of such complaints. 

Finally, the parties agreed that they would not use the fact that the TRA will not 

conduct further Hearings in TRA Docket No. 97-00309 as a criticism of tbe T U ’ S  

decision on whether or not to recommend that the FCC approve BellSouth’s 5 271 

application. 

After BellSouth finished presenting this summary of the Settlement Agreement, 

I3ellSouth, Birch Telecom of the South, Inc., Ernest Commdcations, hc., JTC 

LIeltaCom, Inc., MCl WorldCom Communications, Inc., and its subsidiaries, MClmetro 

 cess Services, Inc. and Brooks Fiber Communications of Tennessee, Inc., DIECA 

&%/a Covad Communications, Inc. and Time Warner Telecom of the MidSouth, LP 

urally agreed on the record to the terms of the Settlement Agreement. The Consumer 

~4dvocate and Protection Division of the Office of the Attorney General and Reporter 

stated that while said Division was not a signatory, it is supportive of the S e t t h e n t  

.&greement. On the signature pages of the Settlement Agrement, XO Tennessee, Inc., 

!ntermedia Communications, hc. ,  Southeastem Communications Carriers Association, 

I X L  is an acronym for digml subscriber line, a developing technology that uses o r d i  coppm 
[sltvhone hnes 10 deliver high-speed i d o m t i o n ,  including audio, n d e o  and text. 
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K.'G lelecom Group, Inc., US LEC of Tennessee, Inc. and American Communications 

S~r;ices, lnc. indicated that they had withdrawn from this proceeding. AT&T 

i ommunications of the South Central States, KMC Telecom ID, Lnc. and KMC Telecom 

I i / .  Inc. signed a separate document stating that they were not parties to the Settlement 

.?greement, but agreed that this matter be submitted to the Authority on the current 

record without further submissions or hearings. 

AAer considering the parties' statements, the panel io TRA Docket No. 97-00309 

.mmimously voted to approve the Settlement Agreement on the condition that the panels 

m TRA Docket No. 01-00362 and TRA Docket No. 01-00193 accepted and approved 

Ulose portions of the Settlement Agreement affecting those respective dockets. Shortly 

tbereafier, the panel in TRA Docket No. 01-00193 convened and unanimously voted to 

accept the Settlement Agreement. 

The panel in TRA Docket NO. 01-00362 also convened. As a prel~minary matter, 

I'hairman Kyle inquired whether the parties objected to waiwng the notice requirement to 

hear this matter. There being no objection, the panel proceeded to consider those 

portions of the Settlement Agreement that affect this docket. The panel unanimously 

lot& to accept those portions of the Settlement Agrement affecting TRA Docket NO. 

rt1-00362 and unanimously voted that TRA Docket No. 01-00362 could be 

admmistratively closed after all previously deliberated orders in that docket have been 

-ssud.  

I-r IS THEREFORE ORDERED THAT: 

1. Those portions of the Settlement Agreement in TRA Docket No. 97-00309 

hat affect the issues in TRA Docket No. 01 -00362 are accepted and approved. 

6 



Z TRA Docket No. 01-00362 shall be administratively closed upon this 

C'rdei becoming final. 

3 Any party aggneved by this Order may file a Petition for Reconsideration 

L\IUI  thr 'Tennessee Regularow Authonty pursuant to Tenn. Comp. R. & Reg 1220-1-2- 

2( '  wth in  fifteen ( 1  5)  days of the entry of this Order. 



BEFORE THE TENNESSEE REGUlATbRY AUTHORITY 
Nashville, Tennessee 

In 9e BellSouth Telecommunications, Inc. 's Entry ,Into Long Distance 
(InrerLATA) Service in Tennessee Pursuant to Section 271 o f  
the Telecommunications Ac t  of 1996 

Docket No. 97-00309 

i 

SETTLEMENT AGREEMENT 

In Docket No. 97-00309, the undersigned parties and BellSouth agree to the 

following: 

1 The record in Docket No. 97-00309 will be closed as of July 31, 

2002. No party will submit any further testimony, documentary 

evidence, argument, briefs, or opposition in this docket for 

consideration of the Tennessee Regulatory Authority. All of the 

parties agree to  submit this case to the Directors for consideration 

and determination on its merits based on the existing record. The 

parties request that the Authority hold its public deliberations at a 

f 



? 
decision whether or not to recommend approval of BellSouth's 27 1 

application. 

In resolution of the contested issues in Docket 01-00193, the patties 

will request the Authority to  adopt as the "Tennessee Performance 

Assurance Plan" the identical service quality measurement plan and 

self-effectuating enforcement mechanism adopted by the Florida 

Public Service Commission in Docket No. 000121-TP on February 14, 

2002, as it exists today and a5 it may be modified in the future, plus 

the Tennessee Performance Measurements for Special Access 

contained in the Order Setting Performance Measurements, 

Benchmarks and Enforcement Mechanisms issued in this docket on 

3 

June 28, 2002, as set forth in exhibit 6 t o  that order. If the FCC 

adopts national special access measurements, the parties reserve the 

right to argue to  the TRA a5 to  whether the FCC measures should 

supercede the Tennessee Measurements. The parties agree that the 

"Tennessee Performance Assurance Plan" will become effective no 

later than December 1, 2002. The parties further agree that until the 

"Tennessee Performance Assurance Plan" is implemented, BellSouth 

can use, on an interim basis, the "Georgia Performance Plan" 

approved by the FCC in BellSouth's Georgia/Louisiefla 27 1 apPlFation. 

The parties agree that the "Tennessee Performance Assurance Plan," 

as defined above, shall continue until at least December 1, 2003, at 

2 



which time the Authority at its discretion may conduct a review of the 

then-existing plan, accept recommendations from interested parties, 

and make any appropriate modifications. 

The CLECs may request that the TRA open a generic contested case 

proceeding to address expeditiously the issue of BellSouth's provision 

of DSL service to CLEC voice customers and related OSS issues. 

BellSouth may raise any and all defenses to such complaint. Bellsouth 

will not oppose expedtted treatment of such complaint. 

This agreement is solely for the purpose of settling this docket in 

Tennessee. Nothing in this agreement restricts the right of any party 

to take a contrary position in any other forum. The intervening parties 

and BellSouth agree that the fact that this case was resolved without 

further hearings will not be used as B basis for opposing Bellsouth's 

Tennessee 271 application at the FCC or for criticizing the TRA's 

recommendation of BellSouth's 271 application at the FCC. In the 

event that the  TRA declines to  act consistently with any portion of 

this agreement, then the agreement shall be void and shall in no 

manner be binding upon any party to this agreement. 

4 

5 

~ 



BELLSOUTH TELECOMMUNICA- 
b 

TIONS, INC 

TIME WARNER TELECOM OF THE 
MID-SOUTH, LP;'NEW SOUTH 8 COMMUNICATIONS CORP. 

Its:- 

MCI WORLDCOM, INC.; MClmetro 
ACCESS TRANSMISSION SERVICES, 
LLC, BROOKS FIBER COMMUNI- 
CATIONS OF TENNESSEE, INC. 

ITS neJ 

INTERMEDIA COMMUNICATIONS, 
INC. 

By: 

Its: 

DIECA dlble COVAD FOMMUNICA- 

ICG TEL O M  GROUP, INC. \ 

Its: 
U 
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BELLSOUTH LONG DISTANCE, INC. KMC TELECOM 111, INC.; 
KMC TELECOM IV, INC. 

I t s :  _ _  Its: 

ASSOCIATION OF COMMUNICA- ITC^DELTACOM 
TIONS ENTERPRISES 

By: 

17s ._ Its: - 
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IS EC \SEE, OF T INC. 

AMERl AN COMMUNICATIONS 
SERVIC k INC. 

Its:_ --=+--- 
BIRCH TELECOM OF THE SOUTH. 
INC 

By ; 

Its: 

ERNEST COMMUNICATIONS, INC. 
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BEFORE THE TENNESSEE REGULATORY AUTHORITY 

Nashville, Tennessee 

In Re BellSouth Telecommunications, 1nc.k Entry Into Long Distance 
(InterLATA) Service in Tennessee Pursuant to Section 277 of 
the Tetecommunicetions Act of 1996 

Docket No. 97-00309 

AT&T is not a party t o  this agreement, but AT&T will agree that this matter 

may be submitted to  the Authority on the current record without further 

submissions or hearings. 

AGREED TO: 

AT&T COMMUNICATIONS OF THE SOUTH 
CENTRAL STATES, LLC; TCG MIDSOUTH, 
INC. 


